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Students’ Department
Edited by H. A. Finney
AMERICAN INSTITUTE OF ACCOUNTANTS EXAMINATIONS
(Note — The fact that these answers appear in The Journal of
Accountancy should not lead the reader to assume that they are the
official answers of the American Institute of Accountants. They merely
represent the personal opinion of their author.)

COMMERCIAL LAW*
May 17, 1923, 9 A. M. to 12.30 P. M.
NEGOTIABLE INSTRUMENTS

Answer three of the following four questions:

No. 1 (10 points) :
In what particulars is the following paper not in the usual form?
“Boston, Mass.
I, Thomas H. Green, promise to pay to James Malone or order
Two Hundred Dollars. Value received.
(Signed) Thomas H. Green."
Answer:
This note is not in the usual form in that it does not bear the date of
issue or the date or place of payment. Neither does it call for the pay
ment of interest. None of these omissions, however, affects the validity
or negotiable character of the instrument (negotiable instruments law,
sec. 6). As to an undated instrument, section 17 (3) of the act provides
that “where the instrument is not dated, it will be considered to be dated
as of the time it was issued.” Where no time for payment is expressed,
the instrument is payable on demand (sec. 7 (2) ). Where no place of
payment is specified, and the instrument bears the address of the maker,
it is payable there—in this case, at the maker’s place of business or resi
dence, in Boston, Massachusetts (sec. 73). As to interest, the presence or
omission of reference thereto is immaterial. This is a matter of agree
ment between the original parties. If no interest is provided for, none can
be demanded, unless so allowed by the interest statutes of the particular
state, in which case the legal rate would apply. After maturity, practically
all states allow interest at the legal rate from that time until the paper
is paid, where the paper is silent as to interest. In the present case, the
note being demand paper, it would bear interest at the legal rate from the
date of issue.
No. 2 (10 points) :
Andrew J. Morse drew a cheque on the A B Bank to the order of
Samuel Winter in payment for goods purchased. Winter held the cheque
more than three months before presenting it for payment. During that time
the A B bank failed. Morse had, however, withdrawn his deposits before
the failure. Was Morse released from liability on the cheque?
Answer:
No. Winter can still hold Morse on this cheque. Section 186 of the
act provides as follows: “A cheque must be presented for payment within
* Answered by John C. Teevan, instructor in business law, Northwestern Uni
versity school of commerce.
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a reasonable time after its issue, or the drawer will be discharged from
liability thereon to the extent of the loss caused by the delay.” Under the
construction given by the courts to the words "reasonable time” a cheque
must be presented for payment not later than the day after its receipt by
the payee. However, the payee is under no duty to the drawer to present
the cheque within a reasonable time and is not prejudiced by delay, except
where the fund has been lost by the failure of the bank. In this case,
Morse withdrew his deposit from the bank before the failure and hence no
loss was caused to him by Winter’s delay in presenting the cheque.

No. 3 (10 points) :
What are personal defenses to a negotiable instrument and in what
circumstances may they be invoked? Name some personal defenses.
Answer:
The personal defenses to a negotiable instrument are those defenses
which are personal to the original parties to the instrument, and can there
fore be raised as between such parties, but cannot be set up against a holder
in due course. When negotiable paper passes into the hands of a holder
in due course, the personal defenses, if any, are said to be cut off. If,
however, the transferee is not a holder in due course, he is subject to
these defenses. The chief personal defenses are:
(1) Payment before maturity without taking up the paper.
(2) Set-offs or counter claims.
(3) Lack of consideration.
(4) Failure of consideration and breach of contract.
(5) Fraud in the consideration or inducement.
(6) Illegality of consideration, where no statute expressly makes the
paper null and void.
(7) Non-delivery of the instrument.
(8) That the instrument was delivered in an incomplete form, with
authority to the taker to fill the blanks and that the blanks were
filled in excess of such authority, without the knowledge of the
holder.

No. 4 (10 points) :
What is (1) a collateral note, (2) a judgment note?
Answer:
(1) A collateral note is a promissory note which by its terms recites
that the maker has delivered to the payee, to secure the payment of the
note, certain described securities or other property and giving the holder,
in the event that the note is not paid when due, the right to dispose of said
collateral by sale or otherwise and to apply the proceeds to the payment of
the note. If the proceeds of the sale of the collateral are insufficient to
pay the note in full, the holder may of course look to the maker for the
deficiency. If the note is paid when due, the holder is required to return
the collateral to the maker.
(2) A judgment note is a form of promissory note in which the maker
authorizes any attorney of record, in the event of the maker’s failure to
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pay the note in full when due, to confess judgment through a very brief
court procedure against him, the maker, for the unpaid principal and inter
est, together with a stipulated or reasonable attorney’s fee. This procedure
obviates the delay and expense of a suit on an ordinary note in which the
defendant (the maker) is entitled to notice of such suit by service of
process and has the right to file a defense and to have the case heard in
court on its merits.
CONTRACTS

Answer two of the following three questions:
No. 5 (10 points) :
Jones acted as a broker in the sale of Smith’s home, and Smith agreed
to pay him a commission of five per cent. The state of New York requires
all such real-estate brokers to be licensed and to pay a license fee. Jones had
no such license. Smith refused to pay Jones his commission, and Jones sued.
Could he recover?
Answer:
Jones cannot recover. He had not secured a real-estate broker’s license
as required by the laws of the state, and therefore any contract he might
enter into involving his services as a real-estate broker would be illegal
and void. The statute in question exists for the purposes of protecting the
public and not merely for the purposes of revenue; hence, any contract
entered into in violation of such statute is illegal. The general rule as to
illegal contracts is that the courts will give no relief, but will leave the
parties where it finds them. It has been held, however, in some states, that
the above rule does not apply to one who is not a regular broker but acts
only in an isolated transaction.
No. 6 (10 points) :
State what contracts in general may be assigned and what may not.
Answer:
In general, all contracts may be assigned, provided all the parties
thereto consent. In the absence of such consent, no contract, strictly speak
ing, may be assigned. It is only the rights acquired under a contract that
are assignable without the consent of the debtor or obligor, and these are
limited to the rights to receive money, goods or other property where such
property has been earned or payment for it has been made. In other words,
a party to a contract may assign his contractual rights when such assign
ment does not involve the credit, skill or other personal element of the
assignor. Contractual rights to personal services are not so assignable.

No. 7 (10 points) :
A made a written contract with B to purchase B’s dry-goods store,
A paying B $2,000 at the time when possession was given and agreeing to
pay the balance of $2,500 on or before January 1, 1923. On January 3,
1923, the balance due being unpaid, A secured B’s agreement to postpone
the payment until April 1, 1923. On March 5, 1923, B sued A for the
balance due. Could he recover?
Answer:
B can recover. On January 1, 1923, under the terms of the contract, A
became indebted to B for the balance of $2,500. B’s agreement with A on
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March 5, to postpone or extend the time of this payment was not supported
by any consideration moving from A. A, as promisee, sustained no legal
detriment. He neither gave nor promised to give up anything. He was
already in default and B can sue at any time and recover.
PARTNERSHIP

Answer one of the following two questions:
No. 8 (10 points) :
A, B and C are engaged as partners in the lumber business. A dies
and bequeaths his entire estate to his son, X. X desires to come into the
firm in his father’s place. What are X’s rights?
Answer:
The death of A dissolved the partnership, as a matter of law, where
upon it became the duty of B and C to wind up the partnership and to pay
A’s share, if any, to the executor of A’s estate. The firm of A, B and C
having ceased legally to exist, X could not therefore take his father’s
place. If B and C saw fit, they could accept X as a co-partner for the
purpose of continuing the old business, but this would be a new firm. On
the other hand, under the rule of delectus persona, B and C are not bound
to accept X as a partner. The only right existing in X’s favor is that the
executor of his father’s estate can require B and C to wind up the business
at once and pay A’s share, if any, to him as above stated.

No. 9 (10 points) :
Martin and McBride were co-partners in a certain business. Martin
sued McBride for supplies furnished to the latter by the former for the
operation of an independent business carried on by McBride, entirely inde
pendent of the partnership. Could Martin recover?
Answer:
Martin can recover. The fact that Martin and McBride were partners
is immaterial as regards this suit. If Martin’s claim had arisen out of a
partnership transaction, his proper procedure would have been to file a bill
in equity for dissolution and accounting, as one partner cannot sue his co
partner at law unless they have made a final settlement and struck a
balance. Where, however, as in this case, partners engage in business
transactions entirely unconnected with the partnership, the partnership
rule does not apply. The parties do not come into court as partners, but
as ordinary individuals.
CORPORATIONS

Answer two of the following three questions:
No. 10 (10 points) :
Explain the principal advantages of doing business as a corporation
rather than as a copartnership or as an individual.
Answer:
(1) The main advantage of the corporate form of doing business lies
in the fact that the liability of the stockholders is, with some few excep
tions, limited to the amount of their subscription to capital stock. Part
ners and individuals on the other hand have unlimited liability.
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(2) A stockholder in a corporation is not liable for the unauthorized
acts of the other stockholders. A stockholder, as such, has no real,
apparent or implied authority to bind the corporation or the other stock
holders. In a partnership, each copartner is the agent of the firm and
of all the other copartners, and, in addition to his real authority, he may
by his apparent or implied authority impose liability upon his associates.
So also a sole proprietor may incur liability by reason of an unauthorized
act of his agent, where such agent has apparent or implied authority.
(3) A corporation affords stability and permanency of organization.
In a partnership or sole proprietorship, the death of a partner or of the
proprietor necessitates a reorganization, if the business is to continue. The
death or withdrawal of a stockholder has no such effect on the corporation.
(4) A corporation by its inherent nature provides and encourages a
high degree of system and organization. Officers and directors are required,
as are constitution and by-laws. Directors and stockholders’ meetings
are required to be held from time to time. These features are not neces
sarily present in partnerships and sole proprietorships.
(5) The incorporation of a business provides better facilities for
securing capital, at its inception by the sale of stock and subsequently by
borrowing money through bond issues, etc.
(6) As distinguished from a partnership, a corporation is a legal unit
or entity which may, in its own name, commence suits, make contracts,
acquire and hold title to property. This is not, in general, the case with a
partnership, which is not a legal entity but only a relationship.

No. 11 (10 points) :
The X Y Corporation is engaged in the grocery business in the city of
Harrisburg, Pennsylvania. Its directors, by a resolution duly adopted,
authorized the officers to enter into a copartnership agreement with W,
the object being to operate a grocery store in Philadelphia, W to supervise
the running of the store and to furnish some capital, the corporation to
furnish the balance of the necessary capital and to attend to the buying
of all stock. The agreement was adopted. Was it a valid agreement?
Answer:
The general rule is that a corporation has no power to form a partner
ship in the absence of statutory authority, which rarely exists. Were the
rule otherwise, parties outside the corporation would have the power of
management and control over the corporation; also it might have burden
some responsibilities imposed upon it by non-corporate agents. Further,
the road would be opened to the formation of trusts and monopolies and
the performance of acts not authorized by the charter. Whether, in this
case, it be the officers or the corporation itself which is to enter into
partnership with W, the result is the same. The corporation is to furnish
part of the capital and perform certain acts. This is clearly ultra vires.
The agreement in invalid.

No. 12 (10 points) :
A corporation which was in financial difficulties determined to cease
business. It proceeded to sell certain assets, the proceeds of which were
distributed pro rata among the stockholders as a dividend in liquidation.

301

The Journal of Accountancy
Later, on the petition of the creditors, the corporation was declared bank
rupt, and the trustee in bankruptcy brought suit against the stockholders
to recover the amounts distributed to them. Were the trustees’ suits
successful?
Answer:
Where dividends, ordinary or in liquidation, are improperly paid to
stockholders, as in this case, the stockholders may be forced to return
them for the benefit of the corporate creditors. The trustee in bankruptcy
succeeds to the rights of the creditors of the bankrupt and could recover
on this ground. Further, stockholders are not creditors of a corporation,
so that even if they took the dividends in good faith, which is evidently
not the case here, the trustee could recover them on the ground that their
payment constituted a fraudulent conveyance. Where a corporation wishes
to dissolve, the corporation acts invariably require, among other things,
that the corporation shall collect all its corporate property and discharge
all its corporate debts and liabilities.
FEDERAL INCOME TAX

Answer both the following questions:
No. 13 (10 points) :
Define the terms “capital assets” and “capital gain” as defined by the
present income-tax law.
Answer:
These terms are defined in the revenue act of 1921 as follows:
Section 206 (a) (1). “The term ‘capital gain’ means taxable gain
from the sale or exchange of capital assets consummated after December
31, 1921.”
Section 206 (a) (6). “The term ‘capital assets’ as used in this section
means property acquired and held by the taxpayer for profit or investment
for more than two. years' (whether or not connected with his trade or
business), but does not include property held for the personal use or con
sumption of the taxpayer or his family, or stock in trade of the taxpayer
or other property of a kind which would properly be included in the
inventory of the taxpayer if on hand at the close of the taxable year.”

No. 14 (10 points) :
How is “capital gain,” mentioned in the preceding question, taxed
under the present income-tax law?
Answer:
Section 206 (b) provides for the taxation of capital gain as follows:
“In the case of any taxpayer (other than a corporation) who for any
taxable year derives a capital net gain, there shall (at the election of the
taxpayer) be levied, collected and paid, in lieu of the taxes imposed by
sections 210 and 211 of this title, a tax determined as follows:
“A partial tax shall first be computed upon the basis of the ordinary
net income at the rates and in the manner provided in sections 210 and 211,
and the total tax shall be this amount plus 12% per centum of the capital
net gain; but if the taxpayer elects to be taxed under this section the total
tax shall in no such case be less than 12½ per centum of the total net
income.”
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A Mining Problem
A solution of the following problem has been requested:
On January 1, 1916, Mr. A. Black purchased 1,200 acres of coal lands
together with the overlying surface, paying therefor $300 per acre, which
was considered as $50 per acre for the surface land and $250 for the coal
land. Prospecting established the fact that the recoverable tonnage would
be approximately 5,000 tons per acre. The cost of making two openings
before getting on a production basis was $30,000, which was capitalized, as
was also the cost of prospecting of $18,000. Productive operations began
January 1, 1917, and the tonnages produced from that time to the end of
1922 were as follows:
Year 1917.
.. 150,000 tons
Year 1918
.. 250,000 “
1919.
Year
.. 500,000 “
Year 1920
.. 350,000 “
Year 1921
.. 300,000 “
Year 1922
.. 400,000 “
At December 31, 1922, a trial balance of this proprietorship was as
follows:
Cash .............................. '........................................ $ 25,000.00
U. S. Liberty bonds ............................................
15,000.00
85,000.00
Accounts receivable..............................................
5,000.00
Coal unloaded .......................................................
500.00
Payroll advances .................................................
5,000.00
Deposit for compensation insurance.................
360,000.00
Coal and surface lands ........................................
20,000.00
Tipples ...................................................................
45,000.00
Locomotives, mine cars, etc.................................
5,000.00
Rails, trolley wire, etc...........................................
17,500.00
Miscellaneous equipment ....................................
4,500.00
Miners’ houses .....................................................
30,000.00
Development expense ................................ . ........
18,000.00
Prospecting ............................................................
1,750.00
Unexpired-insurance premiums .........................
$ 70,000.00
Notes payable .......................................................
22,500.00
Accounts payable .................................................
15,000.00
Unpaid payroll .....................................................
250.00
Brass check deposits.............................................
7,500.00
Accrued taxes .......................................................
1,250.00
Personal and miscellaneous accounts ...............
27,500.00
Reserve for depreciation ....................................
250,000.00
A. Black investment account..............................
1,250,000.00
Coal sales ...............................................................
900.00
Rents received .....................................................
750.00
Powder sales .........................................................
600.00
Discount on purchases .......................................
Mining labor ......................................................... $ 475,000.00
167,500.00
Mining expenses .................................................
82,500.00
Transportation .....................................................
27,500.00
Power-plant expenses ....................................... .
87,500.00
General mine expenses ........................................
4,500.00
Plant fuel .............................................................
19,250.00
Insurance ...............................................................
17,500.00
Mine-office expense .............................................
27,500.00
Selling expenses ...................................................
62,500.00
General and administrative expenses...............
9,000.00
Interest paid...........................................................
15,000.00
Taxes—local .........................................................
12,500.00
Depreciation .........................................................
1,250.00
Donations ...............................................................
Total ............................................................... $1,646,250.00 $1,646,250.00
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As of January 1, 1923, Mr. Black sold his interest in this business,
exclusive of cash and Liberty bonds, to the Ohio Mining Company, the
values for the various accounts being as shown by the books, except the
following:
Accounts receivable subject to an allowance of $5,000.00 to cover
doubtful accounts.
Surface land at $45.00 per acre.
Coal lands at $500.00 per acre for the unmined acreage.
Other permanent assets at their appraised sound values as follows:
Tipples ................................................................... $ 22,500.00
Locomotives, mine cars, etc.................................
42,500.00
Rails, trolley wire, etc..........................................
4,500.00
Miscellaneous equipment ...................................
20,000.00
Miners’ houses ....................................................
4,850.00
Elimination of development and prospecting expenses.
All liabilities to be assumed by company.
A balance-sheet of the Ohio Mining Company, an Ohio corporation,
immediately prior to the purchase of the net assets from Mr. Black was as
follows:
Cash ................................................ $125,000.00
Accounts receivable .....................
10,000.00
Coal lands .....................................
25,000.00
Capital stock—common 1,000 shares
$100,000.00
Surplus ..........................................
60,000.00

$160,000.00 $160,000.00
To complete the purchase price and provide for working capital, the
company reorganized under the Ohio laws; with a declared common capital
of $50,000.00 represented by an authorized issue of 20,000 shares of no-par
value common stock; 5,000 shares of 7 per cent. cumulative preferred stock
of a par value of $100.00 per share and also authorized a bond issue of
$250,000.00. The bonds were sold to brokers on the basis of $94.00 and
the preferred stock was sold to the public at $98.00 per share, the company
giving with each share sold one share of no-par-value common capital
stock. The previous outstanding common stock was canceled by the
exchange of ten shares of the new no-par-value common stock for one of
the old common stock. The discount on the stock and bonds was
capitalized.
Prepare statement of income and expense for A. Black for the year
1922, before giving effect to sale, but after including depletion and the
amortized portion of development and prospecting expenses on the basis of
life of the mines.
Prepare statement showing the profit or loss of Mr. Black in the sale
of the business after adjusting prior years’ depletion and amortization of
development and prospecting expenses.
Prepare journal entries recording the purchase of assets and assumption
of liabilities by the company and its refinancing.
Prepare balance-sheet of the Ohio Mining Company after recording
the business purchased and the completion of its refinancing together
with the full payment of the purchase price to Mr. Black.
SOLUTION

Since the surface land is not subject to depreciation or depletion, the
price paid by Mr. Black in 1916 should have been charged in part to surface
land and in part to coal in the mine. The land value was $60,000, or 1,200
acres at $50 per acre. The value of the coal in the mine was $300,000, or
1,200 acres at $250 per acre. As the development expense, $30,000, and
prospecting expense, $18,000, are to be capitalized as part of the mine cost,
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these amounts should have been charged to the account with coal in the
mine.

At December 31, 1922, we find the following accounts:
Coal and surface lands............................................ $360,000
Development expense ..............................................
30,000
Prospecting ..............................................................
18,000
These accounts should be closed out and the costs divided between surface
lands and coal, by the following entry:
Surface lands ........................................ $ 60,000
Coal in mine ...........................................
348,000
Coal and surface lands .................
$360,000
Development expense ....................
30,000
Prospecting .....................................
18,000
No depletion has been charged on coal mined. The total cost of the
coal was $348,000, and there were estimated to be 6,000,000 tons (1,200
acres X 5,000 tons per acre) of coal in the mine. Hence the depletion
charge per ton is $.058. The following depletion entry should be made:
A. Black, investment ............................. $ 89,900
Depletion .................................................
23,200
Coal in mine....................................
$113,100
To provide for depletion as follows:
For years 1917 to 1921, inclusive:
1,550,000 tons @ $.058 = $89,900
For 1922:
400,000 tons @ $.058 = 23,200

A. Black
PROFIT-AND-LOSS STATEMENT

For the year Ended December 31, 1922
$1,250,000
Coal sales .........................................................................
Deduct cost of coal sold:
Depletion ................................................................... $ 23,200
475,000
Mining labor ............................................................
167,500
Mining expenses ......................................................
82,500
Transportation .........................................................
27,500
Power-plant expenses .............................................
87,500
General mine expense ............................................
4,500
Plant fuel .................................................................
19,250
Insurance .................................................................
17,500
Mine-office expense ................................................
15,000
Taxes ........................................................................
12,500
931,950
Depreciation .............................................................
318,050

Gross profit on sales
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Add other income:
Rents received ........................................................
Powder sales ...........................................................
Discount on purchases ...........................................

Total profits and income ................................................
Deduct other expenses:
Selling expense .......................................................
General and administrative expense ...................
Interest paid ............................................................
Donations .................................................................

900
750
600

2,250
320,300

27,500
62,500
9,000
1,250

Net profit for the year..................................................

100,250
$ 220,050

The following statement serves both as a balance-sheet after closing, to
prove the mathematical accuracy of the computation of profits for 1922, and
as a statement showing the profit made by Mr. Black on the sale to the
corporation.
The value of the coal in the mine is computed as follows:
Cost of 6,000,000 tons ............................................ $348,000
Depletion: 1,950,000 tons @ $.058 .........................
113,100
Balance—book value ..............................................

$234,900

The sale price is computed as follows:
6,000,000
Original tonnage
Tonnage mined—1917 to 1922, inclusive 1,950,000
4,050,000

Tonnage remaining

Acreage remaining: 4,050,000 ÷ 5,000 (tons per
acre) = ....................................................
810
Multiply price per acre .........................................
$500

Value ........................................................................

$405,000

A, Black

31, 1922
And statement of sale values and gain on sale to corporation
Book values
All
Trans
Price
assets ferred
Assets
$25,000
Cash .....................................................................
15,000
U. S. Liberty bonds ..........................................
85,000 $ 85,000 $ 80,000
Accounts receivable ..........................................
5,000
5,000
5,000
Coal unloaded ....................................................
500
500
500
Payroll advances ...............................................
5,000
5,000
5,000
Deposit for compensation insurance .............
BALANCE-SHEET—DECEMBER
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Book values
All
Trans
assets ferred ■
60,000
60,000
234,900 234,900
20,000
20,000
45,000
45,000
5,000
5,000
17,500
17,500
4,500
4,500
1,750
1,750

Assets
Surface lands ............................
Coal in mine ..............................
Tipples ........................................
Locomotives, mine cars, etc. ..
Rails, trolley wire, etc...............
Miscellaneous equipment ........
Miners’ houses ..........................
Unexpired-insurance premiums

Price
54,000
405,000
22,500
42,500
4,500
20,000
4,850
1,750

$524,150 $484,150 $645,600
Less reserve for depreciation

27,500

Book value of assets transferred

456,650

$188,950

Gain
Per
Trans
Liabilities
books
ferred
Notes payable ....................................
$ 70,000 $ 70,000
Accounts payable ...............................
22,500
22,500
Unpaid payroll ..................................
15,000
15,000
250
250
Brass check deposits .........................
Accrued taxes ....................................
7,500
7,500
1,250
Personal and miscellaneous account
1,250
Reserve for depreciation .................
27,500
A. Black investment account:
Balance per trial balance ........ $250,000
Less depletion to 1921 .............
89,900
Balance, January 1, 1922
Profit for 1922 ..............

160,100
220,050

380,150

$524,150 $116,500
Journal entries—company’s books
Capital stock common ................................................... $ 100,000
Capital stock common—no par value .................
$
Capital surplus .........................................................
Cancellation of 1,000 shares of old par value stock,
and issue in place thereof 10,000 shares of the total
authorized issue of 20,000 shares of no par common.
The no par common is given a declared value of
$50,000, and as no value is received for the other
shares issued as a bonus to the preferred stock
purchasers, the $50,000 value is set up in this entry.
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Cash ..................................................................................
Reorganization expenses ................................................
Capital stock preferred .........................................
Issue of 5,000 shares of 7 per cent. preferred stock
at 98, with a bonus of one share of no par common
with each share of preferred.
Cash ........................................................................
Reorganization expense .................................................
Bonds payable .........................................................

490,000
10,000

500,000

235,000
15,000
250,000

Sale of $250,000 of bonds at 94.
The problem states that the stock discount and bond discount were
capitalized. This should not have been done. The discounts are charged to
reorganization expense, and since they were capitalized the reorganization
expense is shown among the fixed assets in the balance-sheet.
Accounts receivable ....................................................... $ 85,000
Coal..............................................................................
5,000
Payroll advances ............................................................
500
Deposit for compensation insurance ...........................
5,000
Surface lands ..................................................................
54,000
Coal in mine .....................................................................
405,000
Tipples ..............................................................................
22,500
Locomotives, mine cars, etc...........................................
42,500
Rails, trolley wire, etc....................................................
4,500
Miscellaneous equipment ..............................................
20,000
Miners’ houses ................................................................
4,850
Unexpired-insurance premiums ..................................
1,750
Reserve for bad debts ............................................
$
5,000
A. Black, vendor .........
645,600
To record the purchase of the assets of A. Black
at agreed values. See contract of sale dated....,
and minutes, page.......
A. Black, vendor ...........................................................
116,500
Notes payable ..........................................................
70,000
Accounts payable ...................................................
22,500
Unpaid payroll ........................................................
15,000
Brass check deposits ..............................................
250
Accrued taxes ........................................................
7,500
Personal and miscellaneous accounts .................
1,250

To record the assumption of the liabilities of A. Black.
A. Black, vendor ............................................................
529,100
Cash ..........................................................................
To record final settlement with A. Black.
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529,100

Students’ Department
The Ohio Mining Company
BALANCE-SHEET—AFTER REFINANCING

Assets
Current assets.
Cash ..............................................
$ 320,900
Accounts receivable ........................... $ 95,000
Less reserve for bad debts ....
5,000
90,000
Coal .....................................................
5,000
Payroll advances ................................
500
Deposit on compensation insurance..
5,000
Deferred charges:
Unexpired-insurance premiums ....
Fixed assets:
Coal lands:
Old holdings .......................
25,000
Surface land purchased ...........
54,000
Coal in mines .................................
405,000 484,000
Reorganization expense capitalized..
25,000
Tipples ............................................. ..
22,500
Locomotives, mine cars, etc...............
42,500
Rails, trolley wire, etc.
4,500
Miscellaneous equipment .................
20,000
Miners’ houses ..................................
4,850

$421,400
1,750

603,350
$1,026,500

Liabilities
Current liabilities:
Notes payable .................................................. $ 70,000
Accounts payable ....................................................
22,500
Unpaid payroll .........................................................
15,000
Brass check deposits................................................
250
Accrued taxes .........................................................
7,500
Personal and miscellaneous accounts .................
1,250 $ 116,500
Fixed liabilities:
Bonds payable ..................................................
250,000
Capital:
Capital stock common—no .par value:
10,000 shares exchanged for old common
stock ............................
50,000
5,000 shares issued as a bonus with pre
ferred stock
5,000 shares unissued

20,000 shares authorized
Capital stock preferred ........................................
Capital surplus ........................................................
Surplus .....................................................................
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500,000
50,000
60,000

660,000
$1,026,500

